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SCHOOL EMPLOYEES FUND
ANNUAL REPORT TO THE FUND PARTICIPANTS

DIRECTOR’S MESSAGE

It is my pleasure to present the 29th annual report on the School Employees
Fund (SEF) operations and financial condition.  The highlights of this report are:
 

• The SEF continues to be fiscally solvent with a Fund balance totaling
$39.2 million as of June 30, 2001.  This is an increase of $5.8 million from the
previous year-end Fund balance of $33.4 million.  This increase is due to the
increased unemployment insurance (UI) contribution rates for the past two
State Fiscal Years (SFY).

• The SEF revenue totaled $37.6 million, and the expenses totaled $31.8 million
for SFY 2000-2001.  The expenses included $29.9 million in UI benefits paid
to former school employees.  This represents an increase of approximately
$619,000 (2.1 percent) from the previous year of $29.3 million.  The UI benefit
increase is directly related to a cost of living increase for school employees
resulting in higher qualifying wages for benefit purposes.

• The contribution rate of 0.10 percent for SFY 2000-2001 generated
approximately $33.7 million of the total revenue, which is an increase of
$17.1 million from the previous SFY.  The expenses during this period totaled
$31.8 million, an increase of approximately $557,000 (2 percent).

• The SEF UI contribution rate for SFY 2001-2002 is set at 0.13 percent, as
provided by the calculation formula in the CUIC Section 832.  Historically, the
UI contribution rate has fluctuated over the years to generate an adequate
fund balance as provided in the CUIC.  This UI contribution rate, along with
the Fund balance as of June 30, 2001, will continue to ensure a fiscally
solvent fund balance.

 As administrator of the SEF, I would like to take this opportunity to thank the
 UI specialists at the school districts for their time and excellent service provided
in managing and monitoring UI benefit claims.  Their continued assistance and
cooperation is greatly valued.
 
 
 
 
 
 MICHAEL S. BERNICK
 Director
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 INTRODUCTION

 This is the 29th annual report on the School Employees Fund (SEF), its

operations, and financial condition.

 

 Unemployment insurance (UI) coverage was extended to all public entities in

1978.  Public school employers, kindergarten through 12th grades (K-12) and

community colleges, were given the option to finance their UI costs by

participating in the SEF as provided in Chapter 3, Article 6, of the California State

Unemployment Insurance Code (CUIC).  The SEF is a joint, pooled risk fund

administered by the California State Employment Development Department

(EDD), which collects contributions based upon a percentage of total wages paid

by public schools and community college districts.  Money deposited in the SEF

is used to reimburse the UI Fund for the cost of benefits paid to former

employees of those school employers who have elected this option in lieu of

paying the tax-rated method, as is required of private-sector employers.

 

All 72 community college districts and all but two of 1,130 county offices of

education, public school districts, and charter schools participate in the SEF.

They have more than 917,147* employees and pay wages in excess of

$30.1 billion annually.  Fund participants grew with 21 new members, 20 new

charter schools and one joint power authority.

 
 
 * Based on the number of employees reported for the Claims Management Fees.
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 SCHOOL EMPLOYER ADVISORY COMMITTEE

 By law (CUIC, Section 831), the SEF established the School Employer Advisory

Committee (SEAC) which consists of five members who are responsible for

meeting with the administrator to consider and recommend improvements in the

administration of the SEF.  The State Superintendent of Public Instruction,

Chancellor of the California Community Colleges, Association of California

School Administrators, California Association of School Business Officials, and

the California School Board Association each appoint one member to the SEAC.

 

 The SEAC had two dedicated and supportive members replaced on the

committee.  The former members were Albert Harrison II representing the

Chancellor of the California Community Colleges, and Patrick Chladek

representing the State Superintendent of Public Instruction.  The new members

are William Dalrymple of the Chancellor of the California Community Colleges

and Colleen Schroeder of the State Superintendent of Public Instruction.

 Serving at the pleasure of the SEAC is the UI Technical Subcommittee.  Its

membership represents the school employer community throughout the State as

well as EDD.

 

 UI SEMINAR FOR SCHOOL EMPLOYERS

 During this SFY, the SEAC and UI Technical Subcommittee focused on planning

the annual UI Seminar for school employers held in March 2001.  The seminar

agenda focused on UI claims management, reasonable assurance, availability
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and job offer and misconduct/separation.  These valuable topics provide school

employers a better understanding and knowledge of managing their UI claims.

 

 This year’s seminar was held in Monterey and attracted 120 school employers.

The annual UI seminar is designed to inform and educate school employers

regarding their UI claims management practices.  The seminar agenda includes

status of the SEF, updates on proposed and new UI legislation, UI personnel

practices, and mock hearings.

 Some of the comments from the seminar participants were:

• “This was the most informative and helpful seminar I have ever attended.

Thank you”

• "I have attended many seminars and this has been one of the best.

Information was excellent and well presented.  Topics and presentations

were very good.  Presenters and organizers were all accessible after

sessions for questions, which I appreciated.  Suggestions are to continue the

quality of information and presentation as well as entertainment elements.”

• “This is my first UI Seminar.  Thank you for de-mystifying it.  It actually isn’t as

bad.  It really helped that you used humor in your presentation.  I have a

better understanding of why you request the information you do and also

have a better understanding of the implications regarding the district.”

• “The seminar was excellent and the presentations also were excellent.

Thank you!”

 Next year's seminar will be held on April 25 and 26, 2002, in Palm Springs.
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 FINANCIAL CONDITION OF THE SCHOOL EMPLOYEES FUND

 During SFY 2000-2001, the SEF generated revenue totaling $37.6 million and the

expenses were $31.8 million, resulting in a Fund increase of $5.8 million from the

previous SFY.  The benefits paid this year totaled $29.9 million, which is a

 2.1 percent increase from SFY 1999-2000.  The increase in benefit payments is

related directly to a cost-of-living salary increase for school employees.  The SFY

2001-2001 contribution rate of 0.10 percent generated approximately $33.7 million

of the total revenue, which is an increase of $17.1 million from the previous SFY.

The expenses during this period totaled $31.8 million, an increase of

approximately $557,000 (2 percent).

 

 The SEF UI contribution rate for SFY 2001-2002 is set at 0.13 percent.  The

contribution rate is calculated annually per CUIC Section 823.  Historically, the

 UI contribution rate has fluctuated over the years to generate a sufficient fund

balance as provided in the CUIC.  This UI contribution rate, along with the Fund

balance as of June 30, 2001, will continue to ensure a fiscally solvent fund

balance.

 

 LEGISLATION

 Several bills of interest to the school employer community were introduced for

the 2000-2001 legislative year.  The following is the status of the bills as of

 June 30, 2001.
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• Assembly Bill 165 introduced by Assemblymember Cohn (Coauthors:

Assemblymembers:  Alquist, Aroner, Calderon, Diaz, Florez, Pavely, Strom-

Martin, and Washington) on February 5, 2001, amended in Assembly

April 17, 2001 and May 2, 2001.  This bill would extend the classification of

permanent employee to employees in non-supervisory, non-management

positions requiring certification qualifications after those employees have

completed two consecutive school years in those positions and are reelected

for the next succeeding school year, including employees who satisfied those

requirements prior to the effective date of this act.  The bill would require the

county superintendent of schools to notify the employee of the decision to

reelect or not reelect the employee for the next succeeding school year by

March 15 of the employee’s second complete consecutive year of

employment, thereby imposing a state-mandated local program.  The bill

would also require that these employees have the same rights and duties as

certain permanent employees of school districts.  This bill would state that

those provisions would not apply to teachers at regional occupational centers

or programs.  As of May 31, 2001, this bill is held in the Assembly

Appropriations Committee and held under submission.

• Assembly Bill 500, introduced by Assemblymember Goldberg on

February 21, 2001, would require the governing board of a school district to

provide temporary school employees, as defined by specific provisions, sick

leave and all other benefits conferred by law on classified employees.  By

imposing new duties on school districts, the bill would impose a state-
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mandated local program.  As of May 29, 2001, this bill was held in the

Assembly Appropriations Committee.  This bill was amended on

April 16, 2001, and referred to the Committee on Education, and on

May 2, 2001, the bill was referred to the Assembly Appropriations suspense

file.

• Assembly Bill 1132 introduced by Assemblymember Canciamilla on

February 23, 2001, would provide that expenditures for school employees of

charter school block grant are excluded from the adjustment calculations

pertaining to unemployment insurance.  This bill was amended on

June 18, 2001, and July 20, 2001.  As of July 20, 2001, this bill was referred

to the Senate Appropriations Committee.  The bill was enrolled by the

Legislature on October 2, 2001, and vetoed by the Governor on

October 14, 2001.

• Governor Gray Davis signed into law Senate Bill 40 (Chapter 409, Statutes of

2001) on October 2, 2002.  Introduced by Senator Alarcon on

December 5, 2000, the Law revises the calculations for the base periods.

Effective January 1, 2002, the maximum benefit award increases to $330;

Year 2003 to $370; Year 2004 to $410; Year 2005 to $450.  Because this

provision will increase the amount of unemployment compensation paid, it will

increase the amount payable from the Unemployment Fund, a continuously

appropriated special fund.
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CONCLUSION

Another successful year of cooperation has passed among the local school

districts, the county offices of education, the community colleges, the SEAC, the

UI Technical Subcommittee, and the EDD.  Teamwork and communication have

contributed to our efforts to resolve issues and operate an efficient and effective UI

program for the SEF participants.

Any questions, comments, or suggestions concerning the administration of the

SEF should be directed to the SEF staff at (916) 653-5380 or to the SEAC

members listed on page 107.
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                                           STATEMENT OF ACTIVITY                               Statement 1
FISCAL YEAR 2000-2001

ACCRUAL BASIS

Revenue

Contributions $33,748,011.57

Local Experience Charge     1,709,234.25

Penalty and Interest          43,851.01

Other Revenue                   0.00

Interest Income     2,105,978.52

Prior Year Revenue Adjustment            1,962.51

      Total Receipts $    37,609,037.86

Expenses

Benefit Charges Repaid to
Unemployment Insurance Fund $29,929,367.89

SEF Administrative Cost        535,452.73

Claims Management Fees Paid     1,834,294.00

Prior Year Appropriation Adjustment*      <485,457.20>

      Total Disbursement <31,813,657.42>

Net Decrease in Fund Balance $      5,795,380.44
  ================

* Difference between accrued and actual revenue/expenses.


Amounts Repaid to Unemployment Insurance Fund

Quarters Number of Claimants Cost of Benefits

3rd qtr. 2000 22,364 $10,935,097.64
4th qtr. 2000 14,390 6,980,087.25
1st qtr. 2001 16,019 6,410,183.00
2nd qtr. 2001                  17,000 (est)     5,604,000.00 (est)

$29,929,367.89
=============
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                                          STATEMENT OF REVENUE                               Statement 2
AND EXPENSES

SEPTEMBER 1972 THROUGH JUNE 2001

Revenue

Contributions $657,785,742.77

Local Experience Charge 38,188,185.80

Penalty and Interest 503,667.76

Interest Income     82,054,823.36

      Total Receipts $778,532,419.69

Expenses

Benefit Charges Repaid to
Unemployment Insurance Fund $592,320,068.76

Accrued Penalty and Interest 2,007,962.97

Court Ordered Interest Payments 1,764.27

SEF Administrative Costs 12,655,241.02

Fund Transfer* 98,800,000.00

Claims Management Fees Paid to School
Districts 33,526,119.00

        Total Disbursements <739,311,156.02>

Fund Balance $   39,221,263.67
==================

* Transferred to General Fund through Budget Acts of 1986 and 1988



This Statement of Revenue and Expenses is prepared on the accrual basis.  As of
June 30, 2001, outstanding liabilities for administrative costs and local assistance
(benefits) were $5.6 million.

Quarters Accrued Expenditures

June 30, 2001, Support $     30,330.94
2001/2 Benefits   5,604,000.00 (est)

$5,634,330.94
================
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                              COMPARATIVE STATEMENT OF FUND CONDITION        Statement 3
FOR THREE FISCAL YEARS ENDING JUNE 30, 2001

ACCRUAL BASIS (THOUSANDS)

1998-99 1999-2000 2000-2001

Beginning Fund Balance   $57,527 $44,186 $33,426

Prior Year Adjustments       1,985       <139>        487

Subtotal   $59,512 $44,047 $33,913

Revenue:

    Contributions     11,428   16,996   33,748

    Local Experience
    Charge       1,510    1,633    1,709

    Penalty and Interest             33        45        44

    Interest Earnings       2,839    2,293    2,106

        Total Receipts     15,810   20,967   37,607

Expenses:

    Benefit Charges
    Repaid  to
    Unemployment
    Insurance Fund   $28,883 $29,310 $29,929

    Claims Management
    Fees Paid to School
    Districts       1,732     1,779     1,834

    General Administrative
    Expenses          521        499        535

       Total Disbursement   <31,136>   <31,588>   <32,298>

Ending Fund Balance $44,186 $33,426 $39,222
                                                                                       ========                                       ========                                      ========

Contribution Rate 0.05% 0.06% 0.10%
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ANALYSIS OF PARTICIPANT’S RANKS
AS OF JUNE 30, 2001

Rank Number of Percent of    Reserve
Employers Employers Balance Totals

1 Negative
Balance

464 39% $  <59,133,672.48>

1 Positive
Balance

39 3% 761,731.98

2 41 3% 1,454,969.58

3 31 2% 1,728,715.89

4 584 49% 183,270,920.99

* 43 4% 9,841.95

** 1202 100% $   128,092,507.91

*** 9,928,755.76

**** <  98,800,000.00>

Fund Balance $     39,221,263.67

 Rank 1 has been split to identify those employers having negative balances and those with
positive balances less than their State Fiscal Year 2000-2001 benefit charges.  The total
reserve balance of the negative accounts, $<59,133,672.48>, represents approximately a
7.7 percent increase from last fiscal year.

* New accounts in the Fund less than three fiscal years.

** The number of employers and total dollar reserve balance for each rank.

*** Total of all reserve account balances from school employers that no longer belong to the Fund.

**** Transferred to the General Fund per the Budget Acts of 1986 and 1988.
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DESCRIPTION OF STATISTICAL REPORTS

The statistical Reports I and II include data from 1972 through June 30, 2001,

and consist of a county summary and an individual school district arrangement.

Employer account data is shown in dollars and cents.

The Report columns are explained as follows:

CUMULATIVE BALANCE 07/01/2000:

This column is each participant’s balance at the beginning of the

SFY 2000-2001.  It represents all revenue less all benefits paid from 1972

through June 30, 2000.

CONTRIBUTIONS:

This column represents contributions paid on total quarterly wages for this

year (2000/2, 2000/3, 2000/4, and 2001/1).

LEC (LOCAL EXPERIENCE CHARGE):

This column is revenue from paid LEC.  This column and the

Contributions column represent the primary revenue sources for the SEF.

INTEREST DISTRIBUTION:

When the unencumbered balance of interest earned by the SEF exceeds

$2,000,000 at the close of the fiscal year, the unencumbered balance of

interest is allocated to the school employers based on their prior year’s

positive reserve balance as of June 30th (CUIC, Section 827).  Due to the

low fund balance, there was no interest distributed.
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UI BENEFITS PAID:

This is the total of all benefit charges paid on behalf of each SEF

participant during the SFY 2000-2001.  Four quarterly benefit charge

billings were paid this year (2000/2, 2000/3, 2000/4, and 2001/1).

ENDING CUMULATIVE BALANCE:

This column represents the ending balance in each participant’s account

after adding contributions and LEC to the beginning balance and

deducting benefit charges.  By comparing the Cumulative Balance

07/01/2000 column and this column, school districts can determine the

overall increase or decrease in their reserve balances and determine if

their contributions are keeping pace with their benefit charges.

RESERVE RATIO:

This column shows the reserve ratio.  The ratio expresses the number of

times the reserve balance exceeds benefit charges for the

SFY 2000-2001.  A ratio of less than 1.00 indicates benefit charges

exceeded the reserve balance; 1.01 but less than 2.00 is considered a

marginal reserve; and 2.01 but less than 3.00 indicates the reserve is

adequate.  A ratio of 3.01 or more is fully funded.  One asterisk in this

column indicates a positive account balance that paid no benefit charges,

thus the account is unrated.

RANK:

The last column in the report represents each school district’s rank.  The

following table shows the numerical ranks assigned to each reserve ratio

and the significance of the rankings.  Two asterisks indicate the

participant has been in the fund less than three fiscal years.

By law (CUIC, Section 828), participants are assigned a fixed 10 percent

LEC rate for the first three fiscal years in the SEF.
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The statistical Report III represents the various types of school organizations

within each county.
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RANKINGS AND LEC PERCENTAGES

--------------------------------------------------------------------------------------------------------------
Reserve Ratio Rank LEC Percentages

--------------------------------------------------------------------------------------------------------------

< 1.00 1 15%

1.01 < 2.00 2 10%

2.01 < 3.00 3   5%

3.01 or more 4   -0-

* 4   -0-

* ** 10%

--------------------------------------------------------------------------------------------------------------

*      Unrated accounts - no benefit charges and a positive account balance.

**     New Accounts - in Fund less than three years.
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REPORT I

COUNTY SUMMARY
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REPORT II

INDIVIDUAL ACCOUNT ACTIVITY
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REPORT III

SCHOOL ORGANIZATION TYPES
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SCHOOL EMPLOYER ADVISORY COMMITTEE

Chairman

DR. HAROLD L. BORING
3371 Broadmoor Blvd.
San Bernardino, CA  92404
(909) 883-6656 or (909) 883-0705
1-800-608-2274 ACSA Ontario Office
FAX # (909) 883-6656
E-Mail ID:  hlboring@eee.org

Representing - Association of CA
School Administrators - ACSA

Board Members

FRANK OGAZ, Vice-Chairperson
El Monte Union High School District
3537 Johnson Avenue
El Monte, CA  91731-3290
(626) 444-9005
Fax # (626) 350-1095

Representing - California School Board
Association - CSBA

JIM SIKORA
Special Fiscal Assistant
San Jose Unified School District
400 Coon Heights Road
Ben Lomond, CA  95005
(831) 336-8853
FAX # (408) 535-2351
E-Mail ID:  jsikora@hotmail.com

Representing - California Association of
School Business Officials - CASBO

WILLIAM (BILL) DALRYMPLE
Contra Costa Community College District
500 Court Street
Martinez, CA  94553
(925) 229-1000 ext. 1250
FAX # (925) 370-6517
E-Mail ID:  wdalrymple@4cd.net

Representing - Chancellor of the
California Community Colleges - CCCC

COLLEEN SCHROEDER
Department of Education
Principal Apportionment Section
560 J Street, Suite 150
Sacramento, CA  95814
(916) 322-5906
FAX # (916) 323-0196
E-Mail ID:  schroed@cde.ca.gov

Representing - State Superintendent of
Public Instruction – SSPI
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The California State Employment Development Department (EDD) is a recipient of
federal and state funds, is an equal opportunity employer/program, and is in compliance
with Section 504 of the Rehabilitation Act and the Americans with Disabilities Act (ADA).

 The information contained herein is available in alternate formats.

Gray Davis

Governor

STATE OF CALIFORNIA

Grantland Johnson

Secretary

HEALTH AND HUMAN SERVICES AGENCY

Michael S. Bernick
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